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CENTRAL INTELLIGERCE AGEICY
N Mey 1949

INTELLIGENCE MEMORARDOM N0, 174 -
[
SUBJECT: Some Loopholes in US Expord Control Program

The main objective of US export ocontrol policy, namely, %o
vent or restrain the movement of critical and stretegic ocommodi
mmmuusmmvp,uumwumm,
oamong vhioh mre: (1) laok of sucoess in the efforts %o
Weatern countries to onoperats sufficiently, (2) through uncomnod
entrepot trade, (3) br clandestine and other indirect attempta by the
mm»wmwommmuimrmmwadom
Western sources, and (4) by resale of US Armv surplus equimment to

" comntries in the Soviet orbit,
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Bmmeotincmaincevidmotanu&tompﬂypﬂitbnuth
Soviet orbit with respect to a mumber of critioal items, the present
nemorantun presentst

A+ A short statement regording the mportamofSndmua
souros of baell bearings for Eastern Europsan ocuntries.

1. Some emmrples ofentrepottndeuhﬁ.ohappannﬂ:umtm
subject to effoctive goverment comtrol.

g.Aauduofmmpleao!indireotorMuﬂmdﬁpmﬁof
mwmmmum.-orrumm

4. Some sxamples of the movement of US Army surplus equipment to
oomtries in the Soviet ortdt,

NﬁbrefmtotbemmntothnbuﬂanMnh
oountries in the Soviet orbit, it ahould be recalled that machinery for
the mamufaoture of ball bearings is inoluded in the US 1-A List and that
ball bearings were given & 1-B classifiostion, that is qunﬁhﬂn oon-
trol, (instead of l-A = embergo) in urder to make the U3 proposals for
export oontrol more acoespisble to Sweden and Swviteerland, important
European producers of hall bearings, and because 1t was antioipated thad
tbouommtriumﬂdholeeainclimdtoedopthme e

export control.

Totet This memorandum has not besn coordinated with the intelligence
organimations of the Departments of State, Army, lavy, and the
Alr Poroe. .
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In previous Intelligence Memoranda (mentioned above) exemples
have been given of the transshipment of strategic and aritiocal commditien
of US origin through third countriss to ultimate dentination in Eagtern
Europe. A closely related situation is oalled to attention by Enclosure B,
vidch presents examples of entrepot trade invelving strategioc commodities
vhioh, together with trensshirment trade, represents an important loop~
hole in the adninistration of the export ocontrol progren.

The examples presented in Enclosure ¢ of indireat shipments of balle
bearings through Switzerland to countries of Fastern Burope indiogte
discrepanclea as betwsen the export trade controls of the Trigone of
Germany and US export control policy and some defioienoy in the controls
exercised by the Swiass Govermrent and the military authorities in Austris,

The movement of US Army surplus equipment from Burope %o the Saviet
orblt, as 11lustrated by the examples given in Bnclosure D, is
in comneotion with US export control policy beoause of the large volime of
such equipment s0ld at bargain prices, and because of the probable military
application of such equipment. In the ocmse of ¢ _awler tractors, 1t may be
noted that they are, for the most pert, powered by Diecel engines of types
included in the US 1-A Liat, Futhermore, the large mmbers of such
tractors, and of other equipment of types inoluded in the 1-B List, which
were involved in the Army surplus disposal program, naeessarily has a
bearing on considerations, both of classification and of the quantities
to be licensed for export, ) :
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ENCLOSURE &
1dPGRTaNCE OF 5v&DISH EXPORT OF Eall BEARINGS TO BASTERN EURCPR

1. Sweden is at present the Soviet bloc's most importent owtside
source of bell and roller tearings, in terms both of quelity and quantity.

2, The present production copacity of the Swedish tall and roller
bearing industry is estimsted &t sbout 90,000 to 100,000 units per dey and
25 aillion units per year. actuml 1948 production was cnﬂlihd, pd-rﬂ; .
because of & shortage of lsbor, and is estimated st roughly 21 million units,
Swedish production capeoity compares nith the estimetod cepacity of other .
ocountries, in millions of units, as followss United I nglom, 55; Germany,
prewer (present unknown), 92; Frence, 18; Switserland, 44; Italy, 22; end
the United States, 400.

3.  Such export statistica as the Swedish Government mskes sveilable
are in terms of tons rether than units and show that in 1948 7,706 tons of
bearings, parts and accessories, valued at 81,2%,0@ Kronce, were exparted,
This sesns to have constituted about 75 perocent of the total production for
1948, which is estimated at 10,730 tons.l/ Total estimated produstion for
the your wap distributed ss follows:

immtmmmproducuoummtdmmomclowmw

the Swedish industry and by the Govermment; hemoe it is impossible to pressst
conclusions with complete confidence beosuse of factors either wknom or ine
deterninate., In partioculer, the figures which sre given in psregrerh. 3 depend
upon the use of known percentages of yulus to determine pereentages of yolimg.

In view of the msny different types of bearings and sccesscries, different
quantity figures are not likely, in & given case, 10 be strictly compareble;
however, wormltohpanmpbamnuuunuﬁmmam

Ad=1
aBorgr”
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Feroont of Quintity
dnlona
. Total Frodustion 100, 10,730
Domestic Hequirements ' 28,3 3,037
ixports to other
Mershall countries —dfal - ATY
Total to Marshall countries 60.3 6,471
Bxports to USSR 2,9 u
Exports to Finlend 3.8 ' 408
Exports to other Satellites el >R k)
Total to Soviet Hloc 20.8 2,232
Exports to spain 1.3 139 1,4%
sxports to countries outside Zurope 17.6 1,888 19,95
"1/ 3.80 Kronor = $1.00 .
No statistics ere available either of product: m or of sxpart of bearings
ty type. |

4. bBxport quotss 'fixed by various trade agreements in effect during
most of 1948 (with some overlapping with either 1947 or 1949 depending an the
date of execution of the sgrcement) providedfor skipment of bearings, parts |

and accessories at the foliowing valueas

Sountry - -Zilus of Kroner

USSR 6,000,000

Czechoslovekia 5,000,000

Roland 54300,000

Finlsnd ‘ 2,400,000}/

Hungary ’ 1,000,000

Yugoslavia ,

kT

Total 23,300,000

4/ Supplementary lists Msy have incresaged the
Finnish quota to 6,000,000 Xronor,

sy o
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No quotas for bearinzs were fimd in the agreement 'i.ih Bulgari‘.
although it is known that a small amount was shipped to Rumsnis, trade
with Rumkniu has practicslly ceased due to the controversy over Rumanian
nutionalication of Swedish industries. Offloisl Swedish stetistios do
not disclose trade of any kind with albsnis during 1948. although the

quota lists with the Soviet Zone of Germany do not innlude besrings,
Swedish~owned subeidiarios in the lestern Zone of Germeny (as well as in
the UK, France and other countries) are supplied with a oonsiderable
 smount of raw material, primarily steel, from sweden.

Thus, if some allowunce is made for mispellaneous shijments of
this sart, the sctual totul of exports to Iron Curtain countries was very
close to the smount which had teen contemplited in the trade sgreenents,
The distribution among these countries, however, was not quite in
scoordence with the quotes: the USSR got less, and Finlend more, than
plenned, It should also be noted that there is considerable evidence of
transshipment of bearings from the Satellites to the USSRH.

5. In trade agreements negotiated in 1949, quotas reg"tho USSR and
Czechoslovakia reasin the sume, Lxaept for these two countries thers wes
& slight increase in quotus esteblished in trude agresments negotiated
with the Soviet orbit countries within the laet year.

6. Ball beerings héve alw s constituted an impartent itea in the
normal. trade ‘bétween Sweden and the countries now included in the Soviet
bloc. Sweden in the postwar period has used bearings as an important
bargaining element in negotiating trede agresuents with these countriea,
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The volume of trade in bearings between weden and the doviet bloc . "
countries and the slight inoresse in quotes established in trede agﬂqnntsi
negotiated within the last few months do not indisate &n intention on |
the part nf Sweden to conform with US export control policy on this highly
stretegic commodity,
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EI:CLOSURE B '
ENTREFOT TRADE 1N CARBON ELaCK aND THIURAM DISULIKIDS

Entrepot trade sppears to be sn entirely legel channel through
vwhich the Soviet Bloc oen obtain strategic materlals, No export ' e
pernits are roquilrod by most countries for re-export of goods which have )
been held in bond and which hava not been entered through the Customs,

Two exanples of this type of trede, taken from reosutly received
reports, are sunmarized.

4n sttompt wes made by Crechoslovakia to obtain s substential quantity
of curbon black from the United States through England, The English 1nter-f
mediary, an entrepot merchent, placed the order with s New Yark exporter
who spplied for and obtained a U3 export licenze ani, in support of the
application, quoted s British import license mumber., The New York exporter
pleced the order with another New York firm which in tuﬁ filed it with a
nanufacturer of carbon black, Because the British intermedisry wes not 'a
member «f the UK Carbon Black Importers Associstion, sn investigation ensued
which disclosed that the British impart license number was fictitious and
that the ch%pu’nt vies destined for Csechoslovakia, Consequently, the U3
sxport license was suspended. ' . \

Hhat is belisved to be an sntrepot shipment involved over 40,000
pounds of thiurer disulphide ( a rubber chemlcal ), exparted this yeur from
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the United States to Sritserlond, via Antwerp, Following this skipmoent,
the szme Swiss firm (Hacobe of Dasle) inquired for en cdditionsl 500 metrio
tons of the same product. This Quantity is more then five times greater
than the total US oonau;xption in & year. The US manufacturer to whom t.he‘
inquiry was referred tock no action on the request.

A prominent member of the British cerbon black trade hes recently
stated that entrepot trade is not only not- lllegal but in fact is aqiually
encoursged by the British Govermment., It is interssting to note this
businessman's resotion to whet he understends to te the rresent status of
United States poliecy. Me has mede the further in‘t;eresting commont that if
the Unitod States were to indicate cleerly that the export of cerbon black
to Eastern European countries should not be permitted the British {
Government would support this palicy, but that in the absence of such an
explicit policy that Government finds it difficult to cooperate effectively.

Be2
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EXQLOSURE © _
SHIFMNTS OF Bull BSaRINGS THROUGH ShITZERLAND

Lo Several reparts from CIA sources indicate thut ut-main :lndiroct | -
' shipmonts of bell bearings have been effected through thlnnd to 7
'{ Bastern auropean countriss, These besrings ere usually of German or:lgin' |
end are purchased in the kestern Zome of Germeny with Germsn marks ty A
Swise agents and imported by irroguler methods into Switserlsnd, Subse- 'v
’ quently Swiss freight forwarders érrange their trensshipment to hl‘tcm
Europe under credits opened by 1ntomedilries vwith the W
. Kredit-Apgtalt, luoerne, The fonowing ére a few representative transe
actiom or attempts to prooure bell bearings frun wr through Switurhnd.
1. 0n 18 December 1948, 5,000 ball bearings velued at 39,000 Swiss
frencs were delivered to Rumanis from Switzerland. On 17 Jenuary 191.9
8 shipment of 160 bell bearinpgs velued at 2,370 Swiss Srance arrived in
! . Rumania from the wiss frontier, ‘ _
2. During the period 24 Jsnuary to 11 Fetruary 1949, thirteen ship- ;
ments of bell bearinge from witzerland to Fungsry and Rumenis were reparted,
Seven of thege shipments 1nvo:lvtng 5,860 bearings in 26 ceges for
vltinate shipment to Budapest, wore purchased direotly by NIK (Bnngarian
Heavy [ndustry Ministry), budapest, and slfred Eertli, Baden, froo_latoss
landel, 4. G. Zarioh, ena Holnig-Urban, Lugano. Shippers vere m
» both of Zurich. Twenty-three osses oontlining 718 bou'-
ings vere purchesed by Helohli, Zurich, from ml, Lugsno, and
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end Daummrtosr, Zurich, for ultimate oonsigmment to C1MP, Bucharest,
Hana _Ja Obersteg, Zurich, was the shipper, ;

3. It is reparted that Omnipol of Fregus in Februsry 1949 placed
an urgent request with Swiss suppliers for 62,000 very J.ight‘ bull bearings
of the 16,000 ‘uriu. These are special purpose pucigion airereft bear-
ings for use in aireruft end airoreft instrumente, Fhether or not thie
order has been fillod has not yet been reported. Since the quantity is
believed to be fer in excess of present Ceech siroreft production require-
ments, it is posaible thut the request is of soviet origin,

4. Reports indioste that & considerable demsnd o:d.“s in Switserlend
for tall and roller bearings for delivery to Yugoslsvia and the USSR,
Orders have been reported for 'aingla. rou baell beari. ga, dup-groou' (none
£111ing-alot type) of extra nerrow light series, light series, and medium
seriesy for double row self-sligning roller besrings, medium series; and
for tapersd roller bearings of medium nerrow series and medium wide series,

acoording to the repcrts, @ctuul deliverles have been made to the

USSR and Yuzoslavia, One of the principsl suppliers is glfred Hertll, &

Swiss enginesr located at Igsnenieurburesu, St Ursusstresse 4, Bsden.
(Wertli has basn reported on nuwserous times in comnection with covert bell
bearing trede and also the procurement of X-Ray equipment for Eastern _
Buropesn countries). Shirments ars hendled, for the mosh part, bv thc‘sual
transport compeny Dengas & Gompeny, end they are ususlly shipped by reil’

t0 Vienna where thoy are handled by the Magped trensport agency, &
earrespondent of DanEAS & CONRARYs .
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end Deumimrtoar, Zurich, for ultimete consigmment to CIMP, Bucharest,
WZm-ich, was the shipper,

3. It is reparted that Omnipal of Pregue in Februsry 1949 placed
@1 urgent request with Swiss suppliers for 62,000 very light‘ bull bearings
of the 16,000 series. These ere special purpose precision airersft bear-
ings for use in aireruft end aircraft instruments, TVhether or not this
order hes been filled has not yot been reported, Since the quantity is
believed to be far in excess of present Cgech circreft production require=
ments, it is possidle that the request is of soviet origin,

4+ Reparts indicute that & considerable demend exists in Switserland
for bell and roller bearings for delivery to Yugoslavia and the USSR,
Orders have been reported for eingle‘ rov ball beari: gs, dnp-yowi (non-
filling-slot type) of extrs narrow light series, light series, and medium
series; for double row self-aligning roller beerings, medium series; and
for tapered roller bearings of medium nerrow series and medium wide series,

according to the reparts, sctusl deliveries have been made to the
USSR and Yugoslavia, One of the Frincipel suppliers is &lfxed Hertly, a
Sniss engineer located at Igenenieurbureau, St Ursusstresse 4y Baden,
(Wertl1 has been reported on numerous times in connection with covert bell
bearing trede and also the procurement of X-Ray oquipment for Rastern ‘
European countries). Shipments are hendled, far the mosb pert, by the Swiss
transpart compeny Dansas & Conpeny, snd they are usually shipped by redl’
to Vienna where thoy are handled by the Magped transport agency, &

correspondent of Dansas & Compeany,
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5, lnformetion thut Testern European countries, other than Switgerlend,
are irvolved in this trsde, contirues to te reported. For example, in
larcl: 1949 US exporter received & regueat for & quotetion on ggverel thovsand m
spherical roller tearirzs {rom hirtin Kjelgaard of Vejle, Demmark. Inquiry
reverled thet these bearings vere destined for Rumunie. The Denish
cutlorities informed the U5 exporter's Copenhupen t:gent t¥.t if Kjelgsaerd
ghoull sttempt to ie-e::;wort tv.ese beerings, under no condition would he te

grarted an cxpori license,
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ENCLOSURE D

US ARLY SURPLUS TRACTORS

The following informeticn conoerning the scle end shipmest of US made N
cravler tractars from Europe to Csechoslovekia and the Soviet Union has
besn submitted by the US Embessy in Frehe on' 22 april 1949s ‘

1., Most of the unwlgr tractors which were derlared surplus
by the US army in Burope have been purchased by private fires in
Belgium, Italy, Englund, and Prance. fhe machines have been re-
conditionsd and in mery oceces sald far dollars, pounds, or Belglien
france to satellite countries which use them for militery purposes
or‘Te-axport them to the Sovist Union, It is certain that in the
case of Csechoslovakis & number of thése trastors have been sent
to the USSR, '

2. The Itslian firm of Mondial, 15 Via & saffi, Milss, over
“the past four months hes sold seven 90 H.P. Oltcrpmor oF
Trectors for {16,000 apieoe to the GCzechoslovak &dldinu Works,
Kationel Enterprin, It&lake » Ireha XII. These machines were in
exoellent condition and are presently being used by the
Csechoslovak Army, : \
3. Mr, Zimernsn of 92 Avenue Princess Elisabeth, Brussels III,
Belgium, has sold severel practically new tractors to the Czecho-
slovak Ministry of igriculture at "an extremely low price," These
machines are now all being used on *special projects.”

Dal
il
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4. Ur, Berler of the United Lngineering and Supply Conpeny

9 Rue du Moniteur, Bruasels, has sold severel Gntcrpﬂler D7 and
DB types to the Cmechoslovuk Ministry of Technics, same of the
tractors having boen .re-exported from Czechoslovakis to the USSR
and othersbeing used by the Cgechoslovak Government for “"special
projects.” Three traotars sold by this Belgian firm are knowm
to be in uss now in the strip coal mines of lesf.orn Bohemia,

5. Two Dritish firuss Internationsl Marketers, Ltd., and
Messrs, Willianm Batey, Inc., both of 166 Notting Hill Gate,
London ¥II (the former often working under cover of the latter)
have also s0ld surplus tractors to Eastern Luropeen countries, .

Lately, one or both of thése firms offered 20 “bnn‘d new"
Caterpillur D8 Tractors at 329,000 esch for export to Csechoslovakia
vis Sweden, The ntme of the Swedish firm is ag yet not known,

The semo offer was made by londisl of Milen for ‘seven machines,
Samonts

Cravler tractars of the type doaoribod above, export of_vhinh
from the United States to certain ocuntries is presently prohibited
ageording to export controls now in effsct, are critioaily. needed
in Czechoslaovekia, not only in strip mining, roed building and
sonstruction, but alaq for militery purposes.

D2
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